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ANNUAL REPORT
Bureau of Loan Agencies,
Room 110, State House, Boston.
To the Commissioner of Banks.
Sir;—The annual report of the Supervisor of Loan Agencies for the license
year ended September 30, 1934, in compliance with Section 96, Chapter 140,
General Laws, Tercentenary Edition, is submitted herewith.
For the license year ended September 30, 1934, 215 licenses were issued and
the operations of three companies, specially chartered by the Legislature, were
supervised. Several agencies moved during the year, either to curtail on rent
and other expenses or to operate at a more advantageous location. Six agen-
cies closed, due either to consolidation with other licensed lenders in the same
locality, or for the purpose of liquidation. One agency was purchased by
another but remained at the same location with the same office personnel.
Five licenses were suspended during the year, namely, that of Domestic
Finance Corporation of Springfield on January 29, 1934, because investiga-
tion showed that the location licensed was never occupied by the applicant;
that of the Citizens Finance Company of Lowell on April 17, 1934 and that
of the Citizens Finance Company of Boston on April 17, 1934 for violation of
the law, rules and regulations governing the conduct of the business. The
suspension of the license of Citizens Finance Company of Lowell was lifted on
May 14, 1934. The suspension of the license of Citizens Finance Company
of Boston was lifted on May 14, 1934 but again suspended on July 16, 1934 for
failure to comply with the requirements. The license of the Citizens Finance
Company of Lawrence was suspended on July 16, 1934 because of failure to
comply with certain requirements. This was later rectified and the suspen-
sion lifted. One lender originally licensed in Osterville combined its opera-
tions with an office in New Bedford and permission was granted for removal
on the ground of economy by consolidation with the New Bedford office. Nine
lenders licensed the previous year did not apply for a license at any time dur-
ing the year October 1, 1933 to September 30, 1934. Ten new applications for
licenses were acted upon favorably and unfavorable action was taken on three
applications.
The composite statement of financial condition and statistics contained in
this report cover the operations of 207 licensed agencies, namely, 21 Morris
Plan companies and 186 other lenders, all licensed to make loans of $300 and
less as required by Sections 96 to 114 inclusive. Chapter 140, General Laws.
Seven agencies which had no assets on September 30, 1934, due to consolida-
tion with other agencies, were omitted from the statistics in order to give a
fair picture of the assets, liabilities and net earnings of those offices in actual
operation for the entire license year. One agency, although licensed during
the year was never operative and, therefore, had no figures to submit as no
loans were made. There are three specifically chartered companies subject
to supervision of this Bureau, but because of the diff'erent sources of their
authority and the nature of their business, figures relating to their operations
have not been included with those of the licensed lenders, as they are not com-
parable. These are: Workingmen's Loan Association, Boston; Collateral Loan
Company, Boston; and Worcester Collateral Loan Association, Worcester.
A number of bills were introduced into the General Court in 1934, most of
which proposed either to reduce the maximum rate of charge on small loans
or to restrict advertising by licensees. It seems not to be generally realized
that under the present law the Commissioner has authority, in his discretion.
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to reduce the maximum rate of charge and also to regulate the entire conduct
of the business, including its advertising.
The rules and regulations were redrawn and re-issued October 1, 1934.
Rules explicitly controlling advertising, in language which seems as clear and
all-embracing as any of the provisions of the bills above referred to, relate to
the following:
The use of the word "license" followed by the license number in
all advertising and on all notes, payment books and receipts of each
licensee.
The prohibition of advertising which leads the public to believe
that the business of the licensee, other than that portion represented
by loans of $300 and less, is supervised by the Commonwealth, in so
far as the cost of the loan to the borrower is concerned.
The making of misleading statements concernings the cost of the
loan to the borrower. If reference is made to the cost of a loan to a
borrower, the actual rate of charge or amount to be paid by the
borrower shall be stated.
The Supervisor's right to censor all advertisements that relate to
the business of making loans of $300 and less.
The use of misleading statements by any licensee in advertising
of any manner whatsoever with regard to the rates, terms or condi-
tions for the loaning of money in sums of $300 and less which the
Supervisor regards as false or deceptive.
Prohibition by the Supervisor against the placing of tags on auto-
mobiles, the issuing of circulars, or similar advertising, not enclosed
in envelopes.
It is the settled policy of the Commonwealth that the rate of charge should
be fixed at as low a figure as experience indicates to be practicable. Rules
have been promulgated in the past and are still in effect reducing rates of
charge below the statutory maximum on certain types of loans; in brief, those
having a preferred security. In this connection it should be pointed out that
the law gives no power to fix rates on any type of loan below 1 per cent per
month, computed on unpaid balances, since any one charging that rate or a
lesser rate needs no license. Hence the area within which discretionary power
to fix rates exists is between a minimum of 1 per cent and the statutory maxi-
mum of 3 per cent per month computed on unpaid balances.
No state has found 2 per cent to be practicable. Where it has been tried,
as in New Hampshire, the result has been to force the licensed lenders to stop
making loans, to liquidate their business, and to leave the state. The rate of
2% per cent has been tried in Missouri and apparently has had the undesirable
effect of making it impossible for the licensed lenders to make loans of $100
or less, with the further result that persons needing such loans are forced to
resort to unlicensed agencies which operate in defiance of law, and which
charge exorbitant rates. On this point the Commissioner of Finance for the
State of Missouri, in his report to the Legislature, dated October 27, 1934,
states
:
"We are aware of the continued existence of high rate, unsuper-
vised agencies, due primarily to the natural demand for loans in
small amounts. This demand is being filled at the present time by
loan sharks because of the lack of sufficient return on the investment
of the regulated licensee to induce him to make these loans of smaller
amounts. It is possible that remedial legislation permitting a higher
rate on loans of small amounts, $100 or less, would be advisable and
serve to eliminate the unlicensed lenders."
Since loans of $100 or less are generally the most necessitous loans of all, the
Bureau of Loan Agencies has been especially concerned to keep records con-
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eerning them. Last year a very much higher percentage of these small loans
was made than in the previous five years. A check-up made one week prior
to Christmas showed that the number of loans of $100 or less was more than
50 per cent of the total of all loans made.
The study of the rates charged and of possible reductions is a continuous
one. Thus far it has seemed wise not to change a law that has worked well
for so many years, especially at a time like the present, when so many impor-
tant factors are impossible of determination. To mention only two, it is plain
that a substantial rise in operating costs, due to inflationary or other causes,
would annihilate the licensed small loans business, since its maximum loan is
fixed by law and its maximum charge is fixed by law. Second; unemployment
continues at a very high figure and until men generally are re-employed and
their earning power is restored, no one can determine what losses the licensees
must ultimately take and absorb through write-offs. Until economic condi-
tions should be somewhat clearer it has seemed prudent not to disturb the set-
tled policy in this state which, according to the best obtainable evidence, is
working well in actual practice.
Much of the time of the Supervisor and his staff is properly taken up in
interviewing borrowers who wish information or have complaints. Every
receipt book given every borrower has plainly printed on it the fact that he
is entitled freely to consult and ask the assistance of the Bureau of Loan
Agencies, Room 110, State House, Boston. It is fair to state that the very
great majority of the cases presented involve no violation of the law of any
rule; they are cases where hardship exists, generally because of some unfor-
seen happening—as illness or unemployment—that occurred subsequent to the
making of the loan. In all these cases the Supervisor has considered it proper
to investigate and when the facts warranted, to recommend to the lender a
suitable adjustment including in a considerable number of cases a recommen-
dation that the carrying charge for the loan be reduced or forgiven, and in
not a few cases that the principal debt itself be forgiven in whole or part.
This procedure is based on the belief that the small loans business, by its very
nature, is deeply affected by a public interest and that it must be conducted
in accordance with the spirit as well as the letter of the law. It is no more
than fair to say that the licensees, as a group, co-operate with this office in its
efforts to arrive at honorable adjustments, and it is proper here to record my
appreciation of the help given by the Legal Aid Society and the social agen-
cies generally in helping to work out these important human and family
difficulties.
Bureaus for the exchange of information between licensed agencies continue
to be extremely effective in protecting the borrower from becoming indebted
beyond his ability to repay and in preventing the lender from overloading his
books with borrowers indebted to other agencies. It would be well if all
licensed agencies co-operated in this exchange of information relative to appli-
cations for loans in the territory in which they operate.
I am glad again to be able to report that there still continues to be a very
low percentage of cases where actual foreclosure occurs and co-operation by
all of the licensed lenders with the Supervisor in this respect has many times
resulted in satisfactory arrangements being made with the borrower, by which
the account could be liquidated or charged off without the security being re-
possessed under the terms of the mortgage.
Every year on or before November 1 every licensee is required to file, under
the penalties of perjury, a detailed report setting out for the license year end-
ing September 30, all items of income, expense, balance sheet items of assets
and liabilities, and schedules disclosing the nature and conduct of the busi-
ness. This report is in addition to the required weekly and monthly reports.
The statistics herein contained are based upon, and compiled from, these
annual reports.
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The total volume of business by the licensed lenders in 1934 was 198,536
loans made amounting to $27,268,451.26. The net operating profit from the
licensed small loans business in 1934 was 6.39 per cent. The interest paid
by lenders for use of capital was .79 per cent, leaving a total net profit of
5.60 per cent.
Respectfully submitted,
Earl E. Davidson,
Supervisor of Loan Agencies.
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